Double Taxation Conventions

Cyprus - Canada (1985)

Table of Contents

DOUBLE TAXATION CONVENTION
BETWEEN CYPRUS AND CANADA

TABLE OF CONTENTS
ARRANGEMENT OF ARTICLES
Article Description Page No
1 Personal Scope 15.2
2 Taxes Covered 15.2
3 General Definitions 15.3
4 Resident 15.4
5 Permanent Establishment 154
6 Income From lmmovable Property 15.5
7 Business Profits 15.6
8 Shipping and Air Transport 157
9 Associated Enterprises 19.7
10 Dividends 15.8
11 Interest 15.9
12 Royalties 15.10
13 Capital Gains 15.11
14 Independent Personal Services 15,12
15 Dependent Personal Services 15.12
16 Directors' Fees 15.12
17 Artists and Athletes 15.13
18 Pensions and Annuities 15.13
19 Government Service 15.14
20 Students 15.14
21 Other Income 15.15
22 Limitation of Relief 15.15
23 Capital 15.15
24 Elimination of Double Taxation 15.15
25 Non - Discrimination 15.17
26 Mutual Agreement Procedure 15.18
27 Exchange of Information 15.18
28 Diplomatic Agents and Consular Officers 15.19
29 Miscellaneous Rules 15.19
30 Entry Into Force 15.20
31 Termination 15.20
SES /1/97 Taxation Laws of Cyprus 15.1



Double Taxation Conventions

Article 1

Cyprus - Canada (1985)

Approved by Council of Ministers
Date of signature

Date of ratification {In Force)

Year of commencement (Effective)
Date of Publication

Official Gazette No.

: 01.02.1979
: 02.05.1984
: 03.09.1985

1985

. 31.05.1985
1 2053

CONVENTION BETWEEN THE REPUBLIC OF CYPRUS
AND
CANADA FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FiSCAL EVASION WITH RESPECT
TO TAXES ON INCOME AND ON CAPITAL

The Government of the Republic of Cyprus and the Government of Canada de-
siring to conclude a Convention for the avoidance of double taxation and the
prevention of fiscal evasion with respect to taxes on income and on capital,

have agreed as foliows:

. SCORE OF THE CONVENTION
Article 1
PERSONAL SCOPE

This Convention shall apply to per-
sons who are residents of one or both
of the Contracting States.

Article 2
TAXES COVERED

1. This Convention shall apply to tax-
es on income and on capital imposed
on behalf of each Contracting State,
irrespective of the manner in which
they are levied.

2. There shall be regarded as taxes
on income and on capital all taxes im-
posed on total income, on total capi-
tal, or on elements of income or of
capital, including taxes on gains from
the alienation of movable or immova-

ble property, as well as taxes on capi-
tal appreciation,

3. The existing taxes to which the
Convention shall apply are, in particu-
lar:

{a) inthe case of Canada:

the income taxes imposed by the
Government of Canada,

{hereinafter referred to as "Cana-
dian tax"};

{b) in the case of Cyprus:

the income tax and special contri-
bution imposed by the Govern-
ment of Cyprus,

(hereinafter referred to as "Cy-
prus tax").

4. The Cenvention shall apply also to
any identical or substantially similar
taxes and to taxes on capital which
are imposed after the date of signa-
ture of the Convention in addition to,
or in place of, the existing taxes. The
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Article 3

Contracting States shail notity each
other of changes which have been
made in their respective taxation
laws.

1. DEFINITIONS
Article 3
GENERAL DEFINITIONS

1. In this Convention, unless the con-
text otherwise requires:

(@) (i) the term "Canada” used in a
geographical sense, means
the territory of Canada, in-
cluding any area beyond the
territorial waters of Canada
which, under the laws of
Canada, is an area within
which Canada may exercise
rights with respect to the
sea-bed and sub-soil and
their natural resources;

(i) the term "Cyprus" used in a
geographical sense, means
the Republic of Cyprus, and
includes any area adjacent
to the territorial waters of Cy-
prus which in accordance
with international law has
been or may hereafter be
designated, under the laws
of Cyprus concerning the
Continental Shelf, as an ar-
ea within which the rights of
Cyprus with respect to the
sea-bed and sub-soil and
their natural resources may
be exercised;

(b) the terms "a Contracting State"
and "the other Contracting State"
mean, as the context requires,
Canada or Cyprus;

{c} the term "person‘includes an indi-
vidual, an estate, a trust, a com-
pany, a partnership and any oth-

er body of persons;

(d) the term "company" means any
body corporate or any entity
which is treated as a body corpo-
rate for tax purposes; in French,
the term "société” also means a
"corporation” within the meaning
of Canadian law;

(e} the terms "enterprise of a Con-
tracting State" and "enterprise of
the other Contracting State"
mean respectively an enterprise
carried on by a resident of a Con-
tracting State and an enterprise
carried on by a resident of the
other Contracting State;

(fy the term “competent authority"
means:

(i) in the case of Canada, the
Minister of National Reve-
nue or his authorized repre-
sentative;

(i) in the case of Cyprus, the
Director of the Department
of inland Revenue, or his au-
thorized representative;

(g) the term "tax" means Canadian
tax or Cyprus tax, as the Context
requires,

{n) the term “national" means;

(Y any individual possessing
the nationality of a Contract-
ing State;

(iiy any legal person, parther-
ship and association deriv-
ing its status as such from
the laws in force in a Con-
tracting State.

2. As regards the application of the
Convention by a Contracting State any
term not defined therein shall, unless
the context otherwise requires, have
the meaning which it has under the
law of that State concerning the taxes
ta which the Convention applies.
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Article 4
RESIDENT

1. For the purposes of this Conven-
tion, the term "resident of a Contract-
ing State" means any person who,
under the Jaws of that State, is liable
to tax therein by reason of his domi-
cile, residence, place of management
or any other criterion of a similar na-
ture.

2. Where by reason of the provisions
of paragraph 1 an individual is a resi-
dent of both Contracting States, then
his status shall be determined as fol-
lows:

(a) he shall be deemed to be a resi-
dent of the State in which he has
a permanent home available to
him; if he has a permanent home
available to him in both States, he
shall be deemed to be a resident
of the State with which his person-
al and economic relations are
closer (centre of vital interests);

{b) if the State in which he has his
centre of vital interests cannot be
determined, or if he has not a per-
manent home available to him in
gither State, he shall be deemed
to be a resident of the State in
which he has an habitual abode;

(c) if he has an habitual abode in
hoth States or in neither of them,
he shall be deemed to be a resi-
dent of the State of which he is a
national;

(d) if he is a national of both States
or of neither of them, the compe-
tent authorities of the Contracting
States shall settle the question by
mutual agreement.

3. Where by reason of the provisions
of paragraph 1 a company is a resi-
dent of both Contracting States, then

its status shall be determined as fol-
lows:

{(a) it shall be deemed to be a resi-
dent of the State of which itis a
national;

(b) if it is a national of neither of the
States, it shall be deemed to be a
resident of the State in which its
place of effective management is
situated.

4. Where by reason of the provisions
of paragraph 1 a person other than
an individual or a company is a resi-
dent of both Contracting States, the
competent authorities of the Contract-
ing States shall by mutual agreement
endeavour to settle the question and
to determine the mode of application
of the Convention to such person.

Article 5
PERMANENT ESTABLISHMENT

1. For the purposes of this Conven-
tion, the term "permanent establish-
ment" means a fixed place of busi-
ness through which the business of
an enterprise is wholly or parly car-
ried on.

2. The term "permanent establish-
ment" includes especially:

a) a place of management,

b) a branch;

an office;

(dy afactory;

(e) a workshop;

(f) a store or other sales outlet;

{(9) a mine, an oil or gas well, a quar-
ry or any other place of extraction
of natural resources;

(h) a farm or plantation; and

(i a place of extraction of timber or
forest produce.

(
(
{

c
d

—
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Article 6

3. A building site or construction or in-
stallation project constitutes a perma-
nent establishment only if it lasts
more than six months.

4. Notwithstanding the preceding pro-
visions of this Article, the term "per-
manent establishment' shall be
deemed not to include:

{a) the use of facilities solely for the
purpose of storage, display or de-
livery of goods or merchandise
belonging to the enterprise;

(b) the maintenance of a stock of
goods or merchandise belonging
to the enterprise solely for the
purpose of storage, display or de-
livery;

{(c) the maintenance of a stock of
goods or merchandise belonging
to the enterprise solely for the
purpose of processing by ancther
enterprise;

{d) the maintenance of a fixed place
of business solely for the purpose
of purchasing goods or merchan-
dise or for collecting information,
for the enterprise;

(e) the maintenance of a fixed place
of business solely for the purpose
of carrying on, for the enterprise,
any other activity of a preparatory
or auxiliary character;

(fy the maintenance of a fixed
place of business solely for any
combination of activities men-
tioned in subparagraphs (a) to
(e} provided that the overall ac-
tivity of the fixed place of busi-
ness resulting from this combi-
nation is of a preparatory or
auxiliary character.

5. Notwithstanding the provisions of
paragraphs 1 and 2, where a person -
other than an agent of an indepen-
dent status to whom paragraph 6 ap-

plies - is acting on behalf of an enter-
prise and has, and habitually exercis-
es in a Contracting State an authority
to conclude contracts in the name of
the enterprise, that enterprise shall be
deemed to have a permanent estab-
lishment in that State in respect of
any activities which that person un-
dertakes for the enterprise unless the
activities of such person are limited to
those mentioned in paragraph 4
which, if exercised through a fixed
place of business, would not make
this fixed place of business a perma-
nent establishment under the provi-
sions of that paragraph.

6. An enterprise shall not be
deemed to have a permanent estab-
lishment in a Contracting State
merely because it carries on busi-
ness in that State through a broker,
general commission agent or any
other agent of an independent stat-
us, provided that such persons are
acting in the ordinary course of their
business.

7. The fact that a company which is
a resident of a Contracting State
controls or is controlled by a compa-
ny which is a resident of the other
Contracting State, or which carries
on hbusiness in that other State
(whether through a permanent es-
tablishment or otherwise), shall not
of itself constitute either company a
permanent establishment of the oth-
er.

. TAXATION OF INCOME
Article 6

INCOME FROM iMMOVABLE
PROPERTY

1. Income derived by a resident of a
Contracting State from immovable
property (including income from agri-
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culture or forestry) situated in the oth-
er Contracting State may be taxed in
that other State.

2. For the purposes of this Conven-
tion, the term "immovable property”
shall have the meaning which it has
under the law of the Contracting State
in which the property in guestion is
situated. The term shall in any case
include property accessory to immaov-
able property, livestock and equip-
ment used in agriculture and forestry,
rights to which the provisions of gen-
eral law respecting landed property
apply, usufruct of immovable property
accessory to immovable property,
livestock and equipment used in agri-
culture and forestry, rights to which
the provisions of general law respect-
ing landed property apply, usufruct of
immovable property and rights to vari-
able or fixed payments as considera-
tion for the working of, or the right to
work, mineral deposits, sources and
other natural resources; ships, boats
and aircraft shall not be regarded as
immovable property.

3. The provisions of paragraph 1 shall
apply to income derived from the direct
use, letting, or use in any other form of
immovable property and to profits from
the alienation of such property.

4. The provisions of paragraphs 1
and 3 shall also apply to the income
from immeovable property of an enter-
prise and to income from immovable
property used for the performance of
independent personal services.

Articles 7
BUSINESS PROFITS

1. The profits of an enterprise of a
Contracting State shall be taxable on-
ly in that State unless the enterprise

carries on business in the other Con-
tracting State through a permanent
establishment situated therein. If the
enterprise carries on or has carried
on business as aforesaid, the profits
of the enterprise may be taxed in the
other State but only so much of them
as is aftributable to that permanent
establishment.

2. Subject 1o the provisions of para-
graph 3, where an enterprise of a
Contracting State carries on business
in the other Contracting State through
a permanent establishment situated
therein, there shall in each Contract-
ing State be attributed to that perma-
nent establishment the profits which it
might be expected to make it it were
a distinct and separate enterprise en-
gaged in the same or similar activities
under the same or similar conditions
and dealing wholly independeantly with
the enterprise of which it is a perma-
nent establishment.

3. In the determination of the profits
of a permanent establishment, there
shall be allowed those deductible ex-
penses which are incurred for the pur-
poses of the permanent establish-
ment including executive and general
administrative expenses, whether in-
curred in the State in which the per-
manent establishment is situated or
elsewhere.

4. No profits shall be attributed to a
permanent establishment by reason
of the mere purchase by that perma-
nent establishment of goods or mer-
chandise for the enterprise.

5. For the purposes of the preceding
paragraphs, the profits to be attributed
to the permanent establishment shall
he determined by the same method
year by year unless there is good and
sufficient reason to the contrary.
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6. Insofar as it has been customary
in a Contracting State to determine
the profits to be attributed to a per-
manent establishment of the basis of
an apportionment of the total profits
of the enterprise to its various parts,
nothing in paragrpah 2 shall pre-
clude that Contracting State from de-
termining the profits to be taxed by
such an apportionment as may be
customary; the methed of appottin-
ment adopted shall, however, be
such that the result shall be in accor-
dance with the principles contained
in this Article.

7. Where profits include items of in-
come which are dealt with separately
in other Articles of this Convention,
then, the provisions of those Articles
shall not be affected by the provisions
of this Article.

Article 8
SHIPPING AND AIR TRANSPORT

1. Profits derived by an enterprise of
a Contracting State from the opera-
tion of ships or aircraft in internation-
al traffic shall be taxable only in that
State.

2. Notwithstanding the provisions of
paragraph 1 and Article 7, profits de-
rived from the operation of ships or
aircraft used principally to transport
passengers or goods exclusively be-
tween places in a Contracting State
may be taxed in that State.

3. The provisions of paragraphs 1
and 2 shall also apply to profits re-
ferred to in those paragraphs derived
by an enterprise of a Contracting
State from its paricipation in a pool, a
joint business or an international op-
erating agency.

Article 9
Article 9
ASSOCIATED ENTERPRISES
1. Where

(a) an enterprise of a Contracting
State participates directly or indi-
rectly in the management, control
or capital of an enterprise of the
other Contracting State, or

(b) the same persons participate di-
rectly or indirectly in the manage-
ment, control or capital of an en-
terprise of a Contracting State
and an enterprise of the other
Contracting State,

and in either case conditions are
made or imposed between the two
enterprises in their commercial or fi-
nancial relations which differ from
those which would be made between
independent enterprises, then any
profits which would, but for those con-
ditions, have accrued to one of the
enterprises, but, by reason of those
conditions, have not so accrued, may
be included in the profits of that enter-
prise and taxed accordingly.

2. Where a Contracting State in-
cludes in the profits of an enterprise
of that State - and taxes accordingly -
profits on which an enterprise of the
other Contracting State has been
charged to tax in that other State and
the profits so included are profits
which would have accrued to the en-
terprise of the first-mentioned State if
the conditions made between the two
enterprises had been those which
would have been made between in-
dependent enterprises, then that oth-
er State shall make an appropriate
adjustment to the amount of tax
charged therein on those profits. in
determining such adjustment, due re-
gard shall be had to the other provi-
sions of this Convention.

SES /1/97
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3. A Contracting State shall not
change the profits of an enterprise in
the circumstances referred to in para-
graph 1 after the expiry of the time
limits provided in its national laws
and, in any case, after five years from
the end of the year in which the prof-
its which would be subject to such
change would have accrued to an en-
terprise of that State.

4. The provisions of paragraphs 2
and 3 shall not apply in the case of
fraud, wilful default or neglect.

Article 10
DIVIDENDS

1. Dividends paid by a company
which is a resident of a Contracting
State to a resident of the other Con-
tracting State may be taxed in that
other State.

2. However, such dividends may al-
so be taxed in the Contracting State
of which the company paying the
dividends is a resident, and accord-
ing to the laws of that State, but if
the recipient is the beneficial owner
of the dividends the tax so charged
shall not exceed 15 per cent of the
gross amount of the dividends. The
provisions of this paragraph shall
not affect the taxation of the compa-
ny on the profits out of which the
dividends are paid.

3. Notwithstanding the provisions of
paragraph 2, as iong as Cyprus does
not impose a tax on dividends in addi-
tion to the tax chargeable on the prof-
its or income of a company, dividends
paid by a company which is a resi-
dent of Cyprus to a resident of Cana-
da shall be exempt from any tax in
Cyprus which may be chargeable on
dividends in addition to the tax

chargeable on the profits or income of
the company.

4. The term "dividends" as used in
this Article means income from
shares, "jouissance" shares or "jouis-
sance" rights, mining shares, found-
ers’ shares or other rights not being
debt-claims, participating in profits, as
well as income which is subjected to
the same taxation treatment as in-
come from shares by the laws of the
State of which the company making
the distribution is a resident.

5. The provisions of paragraph 2 shall
not apply if the beneficial owner of the
dividends, being a resident of a Con-
tracting State, carries on business in
the other Contracting State of which
the company paying the dividends is
a resident, through a permanent es-
tablishment situated therein, or per-
forms in that other State independent
personal services from a fixed base
situated therein, and the holding in re-
spect of which the dividends are paid
is effectively connected with such per-
manent establishment or fixed base.
In such case the provisions of Article
7 or Anicle 14, as the case may be,
shall apply.

6. Where a company which is resi-
dent of Contracting State derives
profits or income from the other Con-
tracting State, that other State may
not impose any tax on the dividends
paid by the company, except insofar
as such dividends are paid to a resi-
dent of that other State or inscfar as
the holding in respect of which the
dividends are paid is effectively con-
nected with a permanent establish-
ment or a fixed base situated in that
other State, nor subject the compa-
ny's undistributed profits to a tax on
undistributed profits, even if the divi-
dends paid or the undistributed profits
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Article 11

consist wholly or partly of profits or in-
come arising in such other State.

7. Notwithstanding any provision of
this Convention a company which is a
resident of Cyprus and which has a
permanent establishment in Canada
shall, in accordance with the provi-
sions of Canadian law, remain sub-
ject to the additional fax on compa-
nies other than Canadian
corporations, but the rate of such tax
shafl not exceed 15 per cent.

Article 11
INTEREST

1. Interest arising in a Contracting
State and paid to a resident of the
other Contracting State may be taxed
in that other State.

2. However, such interest may also
be taxed in the Contracting State in
which it arises, and according to the
laws of that State, but if the recipient
is the beneficial owner of the interest
the tax so charged shall not exceed
15 per cent of the gross amount of
the interest.

3. Notwithstanding the provisions of

paragraph 2,

(a) interest arising in a Contracting
State and paid in respect of a
bond, debenture or other similar
obligation of the government of
that Contracting State or of a po-
litical subdivisian or local authori-
ty thereof shall, provided that the
interest is beneficially owned by a
resident of the other Contracting
State, be taxable only in that oth-
er State;

{b) interest arising in Cyprus and

paid to a resident of Canada shall
be taxable only in Canada if it is

paid in respect of a loan made,
guaranteed or insured, or a credit
extended, guaranteed or insured
by the Expott Development Cor-
poration; and

(c) interest arising in Canada and
paid to a resident of Cyprus shall
be taxable only in Cyprus if it is
paid in respect of a loan made,
guaranteed or insured, or a credit
extended, guaranteed or insured,
by the Expert Credit Insurance
Service of the Ministry of Com-
merce and Industry.

4. The term ‘“interest" as used in this
Article means income from debt-
claims of every kind, whether or not
secured by mortgage, and whether or
not carrying a right to participate in
the debtor's profits, and in particular,
income from government securities
and income from bonds or deben-
tures, including premiums and ptizes
attaching to such securities, bonds or
debentures, as well as income which
is subjected to the same taxation
treatment as income from money lent
by the laws of the State in which the
income arises. However, the term "in-
terest" does not include income dealt
with in Article 10.

5. The provisions of paragraph 2 shall
not apply if the beneficial owner of the
interest, being a resident of a Con-
tracting State, carries on businegss in
the other Contracting State in which
the interest arises through a perma-
nent establishment situated therein,
or performs in that other State inde-
pendent personal services from a
fixed base situated therein, and the
debt - claim in respect of which the in-
terect is paid is effectively connected
with such permanent establishment
or fixed base. In such case the provi-
sions of Article 7 or Article 14, as the
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case may be, shall apply.

6. Interest shall be deemed to arise in
a Contracting State when the payer is
that State itself, a political subdivi-
sion, a local authority or a resident of
that State. Where, however, the per-
son paying the interest, whether he is
a resident of a Contracting State or
not, has in a Contracting State a per-
manent establishment or a fixed
base in connection with which the in-
debtedness on which the interest is
paid was incurred, and such interest
is borne by such permanent estab-
lishment or fixed base, then such in-
terest shall be deemed to arise in the
State in which the permanent estab-
lishment or fixed base is situated.

7. Where, by reason of a special rela-
tionship between the payer and the
beneficial owner or between both of
them and some other persaon, the
amount of the interest, having regard
to the debt-claim for which it is paid,
exceeds the amount which would
have been agreed upon by the payer
and the beneficial owner in the ab-
sence of such relationship, the provi-
sions of this Article shall apply only to
the last-mentioned amount. In such
case, the excess part of the pay-
ments shall remain taxable according
to the laws of each Contracting State,
due regard being had to the other
provisions of this Convnetion.

Article 12
ROYALTIES

1. Royalties arising in a Contracting
State and paid to a resident of the
other Contracting State may be taxed
in that other State.

2. However, such royallies may also
be taxed in the Contracting State in

which they arise, and according to the
laws of that State, but if the recipient
is the beneficial owner of the royalties
the tax so charged shall not exceed
10 per cent of the gross amount of
the royalties.

3. Notwithstanding the provisions of
paragraph 2, copyright royalties and
other like payments in respect of the
production or reproduction of any lit-
erary, dramatic, musical or artistic
work (but not including royalties in re-
spect of motion picture films and
works on film or videotape for use in
connection with television) arising in a
Contracting State and paid to a resi-
dent of the other Contracting State
who is subject to tax thereon shall be
taxable only in that other State.

4. The term “royalties” as used in this
Article means payments of any kind
received as a consideration for the use
of, ar the right to use, any copyright,
patent, trade mark, design or model,
plan, secret formula or process, or for
the use of, or the right to use, industri-
al, commercial or scientific eguipment,
or for information conceming industrial
commercial or scientific experience,
and inciudes payments of any kind in
respect of motion picture films and
works on film or videotape for use in
connection with television,

5. The provisions of paragraph 2 and 3
shall not apply if the beneficial owner of
the royalties, being a resident of a Con-
tracting State, carries on business in
the other Contracting State in which the
royalties arise through a permanent
establishment situated therein, or per-
forms in that other State independent
personal services from a fixed base sit-
uated therein, and the right or property
in respect of which the royalties are
paid is effectively connected with such
permanent establishment or fixed base.
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Article 13

In such case the provisions of Article 7
or Article 14, as the case may be, shall
apply.

6. Royalties shall be deemed to arise
in a Contracting State when the payer
is that State jtself, a political subdivi-
sion, a local authority or a resident of
that State. Where, however, the per-
son paying the royalties, whether he
is a resident of a Contracting State or
not, has in a Contracting State a per-
manent establishment or fixed base
in connection with which the obliga-
tion to pay the royalties was incurred,
and such royalties are borne by such
permanent establishment or fixed
base, then such royalties shall be
deemed to arise in the State in which
the permanent establishment or fixed
base is situated.

7. Where, by reason of a special re-
lationship between the payer and
the beneficial owner or between
both of them and some other per-
son, the amount of the royalties,
having regard to the use, right or in-
formation for which they are paid,
exceeds the amount which would
have been agreed upon by the pay-
er and the beneficial owner in the
absence of such relationship, the
provisions of this Article shall apply
only to the last-mentioned amount.
in such case, the excess part of the
payments shall remain taxable ac-
cording to the laws of each Contract-
ing State, due regard being had to
the other provisions of this Conven-
tion,

Article 13
CAPITAL GAINS

1. Gains derived by a resident of a
Contracting State from the alienation
of immovable property situated in the

ofher Contracting Stafe may be taxed
in that other State.

2. Gains from the alienation of movable
property forming part of the business
property of a permanent establishment
which an enterprise of a Contracting
State has in the other Contracting State
or of movable property pertaining to a
fixed base available to a resident of a
Contracting State in the other Contract-
ing State for the purpose of performing
independent personal services, includ-
ing such gains from the alienation of
such a permanent establishment (alone
or with the whole enterprise) or of such
a fixed base may be taxed in that other
State.

3. Gains from the alienation of ships
or aircraft operated in international
traffic and movable property pettain-
ing to the operation of such ships or
aircraft, shall be taxable only in the
Contracting State in which such prop-
erty is taxable according to paragraph
3 of Article 23.

4. Gains from the alienation of

(a) shares of the capitai stock of a
company the property of which
consists principally of immovable
property situated in & Contracting
State, and

(o) an interest in a partnership, trust
or estate, the property of which
consists principally of immovable
property situated in a Contracting
State, may be taxed by that
State. For the purposes of this
paragraph, the term “immovable
praperty” includes the shares of a
company referred to in subpara-
graph {a) or an interest in a part-
nership, trust or estate referred to
in subparagraph (b).

5. Gains from the alienation of any
property, other than that referred to in
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paragraphs 1,2,3 and 4 shall be taxa-
ble only in the Contracting State of
which the alienator is a resident.

6. The provisions of paragraph 5 shall
not affect the right of either of the
Contracting States to levy, according
to its law, a tax on gains from the al-
ienation of any property derived by an
individual who is a resident of the
first-mentioned State at any time dur-
ing the six years immediately preced-
ing the alienation of the property.

Article 14

INDEPENDENT PERSONAL
SERVICES

1. Income derived by a resident of a
Contracting State in respect of profes-
sional services or other activities of
an independent character shall be
taxable onily in that State unfess he
has a fixed base regularly available to
him in the other Contracting State for
the purpose of petrforming his activi-
ties. If he has such a fixed base, the
income may be taxed in the other
State but onty so much of it as is at-
tributable to that fixed base.

2. The term "professional services" in-
cludes especially independent scien-
tific, literary, artistic, educational or
teaching activities as well as the inde-
pendent activities of physicians, law-
yers, engineers, architects, dentists
and accountants.

Article 15

DEPENDENT PERSONAL
SERVICES

1. Subject to the provisions of Articles
16,18 and 19, salaries, wages and
other similar remuneration derived by

a resident of a Contracting State in
respect of an employment shall be
taxable only in that State unless the
employment is exercised in the other
Contracting State. |f the employment
is 80 exercised, such remuneraticn as
is derived therefrom may be taxed in
that other State.

2. Notwithstanding the provisions of
paragraph 1, remuneration derived by
a resident of a Gontracting State i
respect of an employment exercised
in the other Contracting State shall be
taxable only in the first-mentioned
State if the recipient is present in the
other State for a period or periods not
exceeding in the aggregate 183 days
in the calendar year concerned, and
either

(a} the remuneration earned in the
other Contracting State in the cal-
endar year concerned does not
exceed three thousand Canadian
dollars {$3,000) or its equivalent
in Cyprus pounds; or

(b) the remuneration is paid by, or on
behalf of, an employer who is not
a resident of the other State, and
such remuneration is not borne
by a permanent establishment or
a fixed hase which the employer
has in the other State.

3. Notwithstanding the preceding pro-
visions of thig Article, remuneration in
respect of an employment exercised
aboard a ship or aircraft operated in
international traffic by an enterprise of
a Contracting State, shall be taxable
only in that State.

Article 16
DIRECTORS' FEES

Directors' fees and other similar pay-
ments derivad by a resident of a Con-
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tracting State in his capacity as a
member of the board of directors or a
similar organ of a company which is a
resident of the other Contracting
State, may be taxed in that other
State.

Article 17
ARTISTES AND ATHLETES

1. Notwithstanding the provisions of
Articles 7, 14 and 15, income derived
by a resident of a Contracting State
as an entertainer, such as a theatre,
motion picture, radio or television ar-
tiste, or a musician, or as an athlete,
from his personal activities as such
exercised in the other Contracting
State, may be taxed in that other
State.

2. Where income in respect of per-
sonal activities exercised by an enter-
tainer or an athlete in his capacity as
such accrues not to the entertainer or
athlete himself but to another person,
that income may, notwithstanding the
provisions of Articles 7,14 and 15, be
taxed in the Contracting State in
which the activities of the entertainer
or athlete are exercised.

3. The provisions of paragraph 2 shall
not apply if it is established that nei-
ther the entertainer or the athlete nor
persons related thereto, participate di-
rectly or indirectly in the profits of the
person referred to in that paragraph.

4. The provisions of paragraphs 1
and 2 shall not apply:

{(a) to income derived from activities
performed in a Contracting State
by entertainers or athletes if the
visit to that Contracting State is
substantially supported by public
funds of the other Contracting

State, including any political sub-
division, local authority or statuto-
ry body thereof;

(b) to a non-profit organization no
part of the income of which was
payable to, or was otherwise
available for the personal benefit
of, any proprietor, member or
shareholder thereof; or

{c) to an entertainer or athlete in re-
spect of services provided to an
organization referred to in sub-

paragraph (b).

Article 18
PENSIONS AND ANNUITIES

1. Pensions arising in a Contracting
State and paid to a resident of the
other Contracting State may be taxed
in that other State. However, such
pensions may also be taxed in the
first-mentioned Contracting State but
only to the extent that the total
amount thereof paid in any taxation
year to a resident of the other Con-
tracting State exceeds ten thousand
Canadian dollars ($10, 000} or its
equivalent in Cyprus pounds. Howev-
er, in the case of periodic pension
payments, the tax so charged shall
not exceed the lesser of

(a} 15 per cent of the gross amount
of the payment, and

(b) the rate determined by reference
to the amount of tax that the re-
cipient of the payment would oth-
erwise be required to pay for the
year on the total amount of the
pericdic pension payments re-
ceived by him in the year, if he
were resident in the Contracting
State in which the payment aris-
es.

The competent authorities of the Con-
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tracting Slates may f necessary,
agree to maodify the above-mentioned
amount as a result of monetary or ec-
onormic developments.

2. Annuities arising in a Contracting
State and paid to a resident of the
other Contracting State may be laxed
in that other State.

3. Annuities arising in a Cotnracting
State and paid to a resident of the
other Contracting State may also be
taxed in the State in which they arise,
and according to the law of that State;
but the lax so charged shall not ex-
ceed 15 per cent of the portion there-
of that is subject to tax in that state.
However, this limitation does not ap-
ply to lump-sum payments arising on
the surrender, canceftation, redemp-
tion, sale or other alienation of an an-
nuity, or to payments of any kind un-
der an income-averaging annuity
contract.

4. Notwithstanding anything in this
Convention, pensions paid by, or out
of funds created by, Cyprus or a polit-
ical subdivision or a iocal authority
thereof to an individual in respect of
services rendered to Cyprus or subdi-
vision or authority shiall be taxable on-
ly in Cyprus.

5. Notwithstanding anything in this
Convention:

(a) social security pensions, pen-
sions and allowances in regpect
of military service and any other
compensation for an injury or
damage sustained as a result of
hostilities or past political perse-
culion arising in a Contracting
State and paid to a resident of
the qther Contracting State shall
be taxable only in the first-
meantioned State;

{b) almony and other similar pay-

ments arising in a Contracting
State and paid to a resident of
the other Contracting State who
i8 subject to tax therein in respect
thereof, shall be taxable only in
that other State.

Article 19
COVERNMENT SERVICE

1. {a) Remuneration, other than a
pension, paid by a Contracting
State or a political subdivision or
a local authority thereof to an in-
dividual in respect of services
rendered to that State or subdivi-
sion or authority shall be taxable
only in that State.

{b) However, such remuneration
shall be taxable only in the other
Contracting State if the services
are rendered in that State and
the individual is a resident of that
State who:

{i) is a national of that State; or

(i) did not become a resident of
that State solely for the pur-
pose of rendering the servic-
es.

2. The provisions of paragraph 1 shall
not apply to remuneration in respect
of services rendered in connection
with a business carried on by a Con-
tracting State or a political subdivision
or a local authority thereof.

Article 20
STUDENTS

Payments which a student, appren-
tice or business frainee who is, or
was immediately before visiting a
Contracting State, a resident of the
other Contracting State and who is
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present in the first-mentioned State
solely for the purpose of his educa-
tion or training receives for the pur-
pose of his maintenance, education
or training shall not be taxed in that
State, provided that such payments
arise from sources outside that State.

Article 21
OTHER INCOME

1. Subject to the provisions of para-
graph 2 of this Article, items of income
of a resident of a Contracting State,
wherever arising, not dealt with in the
foregoing Articles of this Convention
shall be taxable only in that State.

2. However, if such income is derived
by a resident of a Contracting State
from sources in the other Contracting
State, such income may also be taxed
in the State in which it arises, and ac-
cording to the law of that State. Howev-
er, in the case of income from an estate
or trust, the tax so charged shall, pro-
vided that the income is taxable in the
Contracting State in which the recipient
resides, not exceed 15 per cent of the
gross amount of the income.

Article 22
LIMITATION OF RELIEF

Where under any provision of this
Convention income is relieved from
tax in one of the Contracting States
and, under the law in force in the other
Contracting State, a person, in respect
of the said income, is subject to tax by
reference to the amount thereof which
is remitted to or received in that other
Contracting State and not by refer-
ence to the full amount thereof, then
the relief to be allowed under this Con-
vention in the first-mentioned Contract-

ing State shall apply only to so much
of the income as is remitted to or re-
ceived in the other Contracting State.

V. TAXATION OF CAPITAL
Article 23
CAPITAL

1. Capital represented by immovable
property owned by a resident of a
Contracting State and situated in the
other Contracting State, may be
taxed in that other State.

2. Capital represented by movable
property forming part of the business
property of a permanent establish-
ment which an enterprise of a Con-
tracting State has in the other Con-
tracting State or by movable property
pertaining fo a fixed base available to
a resident of a Contracting State in
the other Contracting State for the
purpose of performing independent
personal services, may be taxed in
that other State.

3. Capital represented by ships and air-
craft operated by an enterprise of a
Contracting State in international traffic
and by movable property pertaining to
the operation of such ships and aircraft,
shall be taxable only in that State.

4. All other elements of capital of a
resident of a Contracting State shall
be taxable only in that State.

V. METHODS FOR PREVENTION
OF DOUBLE TAXATION

Article 24

ELIMINATION OF DOUBLE
TAXATION

1. In the case of Canada, double tax-
ation shall be avoided as follows:
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(a)

Subject to the existing provisions
of the law of Canada regarding
the deduction from tax payable in
Canada of tax paid in a territory
outside Canada and to any sub-
sequent modification of those
provisions -- which shall not af-
fect the general principle hereof -
- and unless a greater deduction
or refief is provided under the
laws of Canada, tax payable in
Cyprus on profits, income or
gains arising in Cyprus shall be
deducted from any Canadian tax
payable in respect of such profits,
income or gains.

Subject to the existing provisions
of the law of Canada regarding the
determination of the exempt sur-
plus of a foreign affiliate and to any
subsequent modification of those
provisions -- which shall not affect
the general principle hereof -- for
the purpose of computing Canadi-
an tax, a company resident in Can-
ada shall be allowed to deduct in
computing its taxable income any
dividend received by it out of the
exempt surplus of a foreign affiliate
resident in Cyprus.

2. For the purposes of paragraph 1
{a), tax payable in Cyprus by a resi-
dent of Canada

(i) in respect of profits attribut-
able to a trade or business
carried on by it in Cyprus, or

{(iy in respect of interest re-
ceived by it from a resident
of Cyprus, shall be deemed
to include any amount which
would have been payable as
Cyprus tax for any year but
for an exemption from, or re-
duction of, tax granted for
that year or any part thereof
under any of the following

(@

provisions, that is to say:

Section 10 of the Income Tax
Laws 1961 to 1977 so far as it was
in force on, and has not been mod-
ified since, the date of signature of
this Convention, or has been modi-
fied only in minor respects so as
not to affect its general character,
provided the interest is certified by
the competent authority of Cyprus
as being payable in respect of a
loan made for the purpose of pro-
moting development in Cyprus; ex-
cept to the extent that the said pro-
vision has the effect of exempting
or relieving a source of income for
a period in excess of ten years;

in the case of any approved capital
expenditure any amount which
would have been payable as Cy-
prus tax but for an investment de-
duction allowed under Section 12
(2)(b) or (c) of the Cyprus Income
Tax Laws 1961 to 1977 (so far as
they were in force on, and have
not bean modified since, the date
of signature of this Convention or
have been maodified only in minor
respect so as not to affect their
general character). For the pur-
pose of this subparagraph the term
"approved capital expenditure”
means capital expenditure which is
incurred, on or after the date of sig-
nature of this Convention and not
later than 5 years after the com-
mencement of the trade or busi-
ness in guestion by an enterprise
wholly or mainly engaged in the
hotel business or in activities falling
within one of the following classes:

() manufacturing, assembling
or processing;

(i} construction, civil engineer-
ing or ship building; or

electricity, hydraulic power,
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gas or water supply; and
which is certified by the com-
petent authority of Cyprus as
incurred for the purposes of
promoting development in
Cyprus;

(c) any other provision which may
subseguently be made granting
an exemption or reduction of tax
which is agreed by the competent
authorities of the Contracting
States to be of a substantially
similar character, if it has not
been modified thereafter or has
been modified only in minor re-
spects so as not to affect its gen-
eral character.

3. In the case of Cyprus, subject to
the existing provisions of the law of
Cyprus regardign the deduction from
tax payable in Cyprus of tax paid in a
territory outside Cyprus and to any
subsequent modification of those pro-
visions -- which shall not affect the
general principle herecf -- and unless
a greater deduction or relief is provid-
ed under the laws of Cyprus, tax pay-
able in Canada on profits, income or
gains arising in Canada shall be de-
ducted from any Cyprus tax payable
in respect of such profits, income or
gains.

4. For the purposes of this Aricle,
profits, income or gains of a resident
of a Contracting State, which are
taxed in the other Contracting State in
accordance with this Convention shall
be deemed to arise from sources in
that other State.

VI. SPECIAL PROVISIONS
Article 25
NON-DISCRIMINATION

1. The nationals of a Contracting

State shall not be subjected in the
other Contracting State to any taxa-
tion or any reguirement connected
therewith which is other or more bur-
densome than the taxation and con-
nected requirements to which nation-
als of that other State in the same
circumstances are or may be subject-
ed.

2. The taxation on a permanent es-
tablishment which an enterprise of a
Contracting State has in the other
Contracting State shall not be less
favourably levied in that other State
than the taxation levied on enter-
prises of that other State carrying
on the same activities.

3. Nothing in this Article shall be
construed as obliging a Contracting
State to grant to residents of the
other Contracting State any person-
al allowances, reliefs and reductions
for taxation purposes on account of
civil status or family responsibilities
which it grants to its own residents.

4. Enterprises of a Contracting
State, the capital of which is wholly
or partly owned or controlled, direct-
ly or indirectly, by one or more resi-
dents of the other Contracting State,
shall not be subjected in the first-
mentioned State to any taxation or
any requirement connected there-
with which is other or more burden-
some than the taxation and con-
nected requirements to which other
similar enterprises of the first-
mentioned State, the capital of
which is wholly or partly owned or
controlled, directly or indirectly, by
one or more residents of a third
State, are or may be subjected.

5. In this Article, the term "taxation”
means taxes which are the subject of
this Convention.
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Article 26

MUTUAL AGREEMENT
PROCEDURE

1. Where a person considers that the
actions of one or both of the Contract-
ing States result or will result for him
in taxation not in accordance with the
provisions of this Convention, he
may, irrespective of the remedies pro-
vided by the domestic law of those
States, address to the competent au-
thority of the Contracting State of
which he is a resident an application
in writing stating the grounds for
claiming the revision of such taxation.
To be admissible, the said application
must be submitted within two years
from the first notification of the action
which gives rise to taxation not in ac-
cordance with the Convention.

2. The competent authority referred to
in paragraph 1 shall endeavour, if the
objection appears to it to be justified
and if it is not itself able to arrive at an
appropriate solution, to resolve the
case by mutual agreement with the
competent authority of the other Con-
tracting State, with a view to the
avoidance of taxation not in accor-
dance with the Convention.

3. A Contracting State shall not, after
the expiry of the time limits provided
in its national laws and, in any case,
after five years from the end of the
taxable period in which the income
concerned has accrued, increase the
tax base of a resident of either of the
Contracting States by including there-
in items of income which have also
been charged to tax in the other Con-
tracting State. This paragraph shall
not apply in the case of fraud, wilful
default or neglect.

4. The competent authorities of the
Contracting States shall endeavour to

resolve by mutual agreement any dif-
ficulties or doubts arising as to the in-
terpretation or application of the Con-
vention. In particular, the competent
authorities of the Contracting States
may consult together to endeavour to
agree:

(a) to the same attribution of profits
to a resident of a Contracting
State and its permanent estab-
lishment situated in the other
Contracting State;

(b) to the same allocation of income
between a resident of a Contract-
ing State and any associated per-
son provided for in Article 8.

5. The competent authorities of the
Contracting States may cansult to-
gether for the elimination of double
taxation in cases not provided for in
the Convention.

Article 27
EXCHANGE OF iINFORMATION

1. The competent authorities of the
Contracting States shall exchange
such information as is necessary for
carrying out the provisions of this
Convention or of the domestic laws of
the Contracting States concerning
taxes covered by the Convention in-
sofar as the taxation thereunder is not
contrary to the Convention. The ex-
change of information is not restricted
by Article 1. Any information received
by a Contracting State shall be treat-
ed as secret in the same manner as
information obtained under the do-
mestic laws of that State and shall be
disclosed only to persons or authori-
ties (including courts and administra-
tive bodies) involved in the assess-
ment or collection of, the enforcement
in respect of, or the determination of
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appeals in relation to, the taxes cov-
ered by the Convention. Such per-
sons or authorities shall use the infor-
mation only for such purposes. They
may disclose the information in public
court proceedings or in judicial deci-
sions.

2. In no case shall the provisions of
paragraph 1 be construed so as to
impose on a Contracting State the ob-
ligation:

{a} to carry out administrative meas-
ures at variance with the laws or
the administrative practice of that
or of the other Contracting State;,

(b) to supply information which is not
obtainable under the laws or in
the normal course of the adminis-
tration of that or of the other Con-
tracting State;

{c) to supply information which
would disciose any trade, busi-
ness, industrial, commercial or
professional secret or trade pro-
cess, or information, the disclo-
sure of which would be contrary
to public policy {ordre public).

Article 28

DIPLOMATIC AGENTS AND
CONSULAR OFFICERS

1. Nothing in this Convention shall af-
fect the fiscal privileges of diplomatic
agents or consular officers under the
general rules of international law or
under the provisions of special agree-
ments.

2. Notwithstanding Article 4 of the
Convention, an individual who is a
member of a diplomatic mission, con-
sular post or permanent mission of a
Contracting State which is situated in
the other Contracting State or in a

third State shall be deemed for the
purposes of the Convention to be a
resident of the sending State if he is
liable in the sending State to the
same obligations in relation to tax on
his total world income as are resi-
dents of that sending State.

3. The Convention shall not apply to
International Crganizations, to organs
or officials thereof and to persons
who are members of a diplomatic
mission, consular post or permanent
mission of a third State, being present
in a Contracting State and who are
not liable in either Contracting State
to the same obligations in relation to
tax on their total world income as are
residents thereof.

Article 29
MISCELLANECUS RULES

1. The provisions of this Conven-
tion shall not be construed to re-
strict in any manner any exclusion,
exemption, deduction, credit, or oth-
er allowance now or hereafter ac-
corded

{a) by the laws of a Contracting
state in the determination of the
tax imposed by that State, or

{b) by any other agreement entered
into by a Contracting State.

2. Nothing in the Convention shall
be construed as preventing Can-
ada from imposing a tax on
amounts included in the income of
a resident of Canada according to
section 91 of the Canadian Income
Tax Act.

3. This Convention shall not apply
to companies entitied to any special
tax benefit under paragraph (w) of
Section 8 and Section 28A of the
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Income Tax Laws 1961 to 1977.
This Convention shall also not apply
to companies entitled to any special
tax benefit under any substanially
similar Law subsequently enacted
by Cyprus in addition to, or in place
of, the Laws mentioned above.

4. The competent authorities of the
Contracting States may communicate
with each other directly for the pur-
pose of applying the Convention.

VIl. FINAL PROVISIONS
Article 30
ENTRY INTO FORCE

1. This Convention shail be ratified
and the instruments of ratification
shall be exchanged at Ottawa.

2. The Convention shall enter into
force upon the exchange of instru-
ments of ratification and its provision
shall have effect:

(a) in Canada:

(i) in respect of tax withheld at
the source on amounts paid
or credited to non-residents
on or after the first day of
January in the calendar year
in which the exchange of in-
struments of ratification
takes place;

and

(i) in respect of other Canadi-
an tax for taxation years be-
ginning on or after the first
day of January in the calen-
dar year in which the ex-
change of instruments of rat-
ification takes place;

(b) In Cyprus:

in respect of Cyprus tax for any
year of assessment beginning on
or after the first day of January in
the calendar year in which the
exchange of instruments of ratifi-
cation takes place.

Article 31
TERMINATION

This Convention shall continue in ef-
fect indefinitely but either Contracting
State may, on or before June 30 in
any calendar year after the year of
the exchange of instruments of ratifi-
cation, give to the other Contracting
State a notice of termination in writing
through diplomatic channels; in such
event, the Convention shall cease to
have effect:

{a) in Canada:

(i) in respect of tax withheld at
the source on amounts paid
or credited to non-residents
on or after the first day of
January in the calendar
year next following that in
which the notice is given;
and

{iy in respect of other Canadian
tax for taxation years begin-
ning on or after the first day
of January in the calendar
year next following that in
which the nctice is given;

{b) In Cyprus:

in respect of Cyprus tax for the
years of assessment beginning
on or after the 1st day of January
in the calendar year next follow-
ing that in which the notice is giv-
en.
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IN WITNESS WHEREOF the undersigned, duly authorized to that effect, have
signed this Convention.

DONE in duplicate at Nicosia, this 2nd day of May, 1984 in the English and
French languages, each version being equally authentic.

For the Government of the For the Government
Republic of Cyprus of Canada
Ch. Hadjipanayiotou V.G. Turner
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